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NOTICE: Under IC 4-22-7-7, this document is required to be published in the Indiana Register and is 
effective on its date of publication.  It shall remain in effect until the date it is superseded or 
deleted by the publication of a new document in the Indiana Register.  The publication of 
this document will provide the general public with information about the Department’s 
official position concerning a specific issue. 

 
 
 

ISSUE(S) 
 
I. Tax Administration – Penalty 
 

Authority: IC 6-8.1-10.2.1 
 
Taxpayer protests the penalty assessed. 

 
 STATEMENT OF FACTS 
  
Taxpayer was assessed a negligence penalty for its failure to file tax returns for fiscal years 1989 through 
1994.  Taxpayer began filing income tax returns in 1995 after a sales tax audit revealed that it rented and 
sold tools in the state of Indiana.  Taxpayer made no attempt to file returns in the previous years. 
 
I. Tax Administration – Penalty 
       
 DISCUSSION 
 
Taxpayer protests the penalty assessed because it was unaware of tools being maintained in Indiana.  A 
review by the hearing officer of taxpayer’s working papers, however, found that capitalized and rented 
tools in Indiana were on taxpayer’s own in-house listings for the years at audit. 
 
Taxpayer’s representative states it was unaware of the tools being in Indiana and its income tax filing 
obligation in Indiana until the taxpayer underwent a sales and use tax audit in 1995.  Taxpayer has timely 
filed its income tax returns since 1995. 
 
The penalty was assessed in this instance because the Taxpayer did not attempt to correct the prior filings 
after it was made aware of its tax obligations.  Returns should have been filed for all of the audit years. 
 
Taxpayer has not provided reasonable cause to allow a waiver of the penalty.   
 

FINDING 
 
Taxpayer’s protest is denied.   
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